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have 5 legislative days within which to 
revise and extend their remarks and in-
clude extraneous material on the sub-
ject of my special order. 

The SPEAKER pro tempore (Mr. 
MCCOTTER). Is there objection to the 
request of the gentlewoman from Cali-
fornia? 

There was no objection. 
f 

THE FAIR TAX 

The SPEAKER pro tempore. Under 
the Speaker’s announced policy of Jan-
uary 7, 2003, the gentleman from Geor-
gia (Mr. LINDER) is recognized for 60 
minutes as the designee of the major-
ity leader. 

Mr. LINDER. Mr. Speaker, in the last 
5 or 6 weeks, a bill that I introduced, 
H.R. 25, the FAIR Tax, has been getting 
a great deal of interest in the national 
press, part of it because the Speaker 
mentioned it in the book he recently 
published, and part because the Presi-
dent took a look at it just prior to the 
Republican convention. 

A lot of it is because the last 2 days 
the Democrats have taken a keen in-
terest in it and have found unusual fo-
rums in which to trash it, including a 
27-page critique that the House Minor-
ity leader put out today. I will say 
some of those criticisms are inter-
esting, and some are even true. 

But, in any case, what they failed to 
do in the 27 pages was to discuss the 
problems we are facing precisely be-
cause of our current system. They can 
spend all the rest of the next year or 
two defending the current IRS system, 
saying it is a good system, and ignor-
ing the problems, but we cannot ignore 
them much longer. 

Americans spend between 6 and 7 bil-
lion man-hours each year just filling 
out IRS forms. We spend that much 
time calculating the tax implications 
of a business decision. We lose 18 per-
cent of our economy to making tax de-
cisions instead of economic decisions. 

The current director of the Congres-
sional Budget Office informally in a 
conversation told me he believes we 
spend upwards of $400 to $500 billion a 
year to comply with the Code and 
remit $2 trillion. This is hardly an effi-
cient way to raise taxes. 

Studies show that it costs the aver-
age small business $724 to collect, com-
ply with the Code and remit $100 to the 
Federal Government. And who pays all 
those compliance costs? Who pays all 
those payroll taxes that get embedded 
into the costs of goods at retail? Who 
pays the income taxes? 

It is not the business. There simply is 
not a mechanism for a business to pay 
a bill other than through price, and our 
customers pay them all. In fact, the 
only taxpayer in the world is a con-
sumer, who finally consumes the prod-
uct and all the embedded costs, we 
have it. 

The study we had commissioned out 
of at Harvard 5 or 6 years ago argues 
that 22 percent of what we spend at re-
tail represents the imbedded cost to 

the IRS. Anybody who is working and 
spending 100 percent of the income to 
live is losing 22 percent of their pur-
chasing power to the current system. 

But it also causes us to ship goods 
and services into a global economy 
with a 22 percent tax component in the 
price system, making us less and less 
competitive in a world economy and 
causing jobs to move overseas, where 
the embedded tax component in the 
price system is considerably less, par-
ticularly in those nations that have a 
value-added tax that is rebated at the 
borders. 

We also drive offshore, because of our 
Tax Code, capital. There is today 5 to 
$6 trillion in overseas accounts because 
it is cheaper to borrow at 6 percent in-
terest than to repatriate dollars at 35 
percent tax. So they are protected 
overseas, and in some cases, able to be 
spent over there. Not to mention 
wealthy individuals who keep money 
offshore to protect it from a confis-
catory tax system. 

We drive underground elicit activity 
because of our Tax Code. It is esti-
mated that pornography, illicit drugs 
and illegal labor constitute a $1 trillion 
economy that is untaxed. Under a con-
sumption economy, if they wanted to 
buy something, they would at least pay 
their fair share to the government.

The Alternative Minimum Tax was 
passed in 1969 to ensure that wealthy 
people who have no tax liability due to 
their legal use of deductions and cred-
its would still have to pay some taxes. 
In 6 years, 35 million Americans will be 
subject to the Alternative Minimum 
Tax. 

We spend over $30 billion a year on 
Earned Income Tax Credit designed to 
rebate to low-income workers the cost 
of the payroll tax burden, the tax that 
pays for Social Security and Medicare. 
It is estimated that 25 to 30 percent of 
that is fraud. 

Then the big issue, the big issue is 
Social Security and Medicare. The cur-
rent dollar 75-year unfunded liability 
in Social Security and Medicare is $51 
trillion. Trillion. To put that in per-
spective, if you started a business on 
the day Jesus Christ was born and lost 
$1 million a day through yesterday, it 
would take you another 720 years to 
lose $1 trillion. We are looking at 75 
years of costing us $51 trillion. 

How do we solve this? We abolish the 
income tax and repeal all taxes on in-
come and get rid of the IRS; get rid of 
personal and corporate income taxes, 
self-employment taxes, capital gains 
taxes, the gift tax, the death tax. All 
would be replaced by a single tax on 
personal consumption. 

Yes, we would get rid of the payroll 
tax. It was said on the floor yesterday 
that our bill did not deal with the pay-
roll tax. I would be willing to have 
these debates, but I want to have them 
with people who have read the bill, be-
cause the bill is the only one that has 
ever been introduced that totally abol-
ishes the payroll tax, and the payroll 
tax is the highest tax that 75 percent of 
America pays. 

If you would get rid of the IRS and 
get rid of all tax on income and let 
competition drive the tax component 
out of the tax system and replace it 
with a one-time, single consumption 
tax, out of every dollar you spend on 
personal use, 23 cents goes to the gov-
ernment, the rest stays with the mer-
chant, we would fund the government 
at the current level, but everybody 
would keep, get to keep their whole 
check and become a voluntary tax-
payer. 

Now, that number has been criticized 
as being rather high. I will repeat you 
are currently paying 22 cents, but just 
do not know it. But today, if you earn 
$1, 36 cents goes to the government and 
64 cents is left to spend. Would you not 
rather pay 23 cents out of every dollar 
you spend, rather than 36 cents out of 
every dollar you earn? 

But, more importantly, the FAIR 
Tax is fair because it contains a rebate 
for every household in America which 
would totally rebate the tax con-
sequences of spending up to the pov-
erty line. 

Currently people who spend all of 
their income lose 22 percent of the pur-
chasing power to the embedded cost. 
Under our system, that rebate would 
totally untax them up to the poverty 
line. Poverty level spending, by defini-
tion, is that necessary for a given size 
household to buy their essentials. For 
my mother, it is $9,500 year. For a fam-
ily of four, it is about $25,000. For a 
family of six, it is $30,000. Their spend-
ing in a year up to that amount would 
be totally untaxed, plus they would not 
pay the embedded costs. It would be 
gone. 

The FAIR Tax is a volunteer system. 
Every citizen becomes a voluntary tax-
payer, paying as much as they choose, 
when they choose, on how they choose 
to spend. And I mentioned before that 
it would drive that 22 cents out of the 
system. 

The FAIR Tax is border neutral. 
Under the FAIR Tax, imports to our 
shores when bought at retail for per-
sonal use would be taxed at exactly the 
same level as our domestic competi-
tion, something that has never hap-
pened before. 

Lastly, it would solve our Social Se-
curity and Medicare problem. In the 
Democrat’s report, 27 pages today, they 
have a study that said Medicare would 
run out of money in 8 or 9 years instead 
of 10 or 15 years under my system. I do 
not know how they could come up with 
that, because today Medicare is funded 
by the workers, 138.5 million people 
working to pay for Medicare for all the 
retirees. 

We are going to increase the number 
of retirees in the next 30 years by 100 
percent. We are going to increase the 
number of workers by 15 percent. I do 
not know how you can sustain that 
system. 

Our system, the tax on consumption, 
would increase the number of payers 
from 138.5 million workers to about 300 
million citizens every time something 
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was purchased and 40 million visitors 
to our shores. We would nearly triple 
the number of people paying in, and, 
indeed, we would double the revenues 
to Social Security and Medicare in just 
15 years by doubling the size of the 
economy. That is an estimate of many 
economists who have looked at this. 
And the FAIR Tax would raise some-
where around $200 billion a year from 
the underground economy. 

Beyond these arguments, what will 
this new paradigm do for our economy? 
First of all, we have $400 or $500 billion 
dollars saved every year from compli-
ance costs. That would be less moneys 
we would have to pay at consumption. 

The money saved on compliance 
costs would be put to an efficient and 
profitable use and create jobs. Our 
gross domestic product would increase 
by $180 billion per year because we no 
longer would have to make tax deci-
sions. 

Eliminating the income tax would 
bring down long-term tax rates by 30 
percent, and with no tax on capital or 
labor, and this is key, with no tax on 
capital or labor, nobody could compete 
with us in a world economy. We would 
be selling goods and services in a glob-
al economy with a zero tax component 
in our price system, and to compete 
with us, every foreign-owned corpora-
tion would have to build its next plant 
in America. 

An informal study quoted several 
times by the former chairman of the 
Ways and Means, Bill Archer, said that 
a study done of about 400 or 500 Euro-
pean and Japanese firms, they were 
asked what would you do in terms of 
your long-term planning if the United 
States abolished all taxes on capital 
and labor and taxed only personal con-
sumption? Eighty percent said they 
would build their next plant in the 
United States. In fact, we do know that 
Daimler-Chrysler wanted to be Chrys-
ler-Daimler and wanted to be in New 
York City.

b 2145 
They are in Stuttgart, because of the 

tax system. Deficits spooked the mar-
kets; our markets are down because of 
deficits. Instead of a 20 percent decline 
in revenues over the last 3 years or last 
4 years, had we been on our system, we 
would have increased revenues in 14 of 
the last 15 quarters. Add this to a huge 
increase in capital investment, making 
workers more productive and giving 
them larger take-home pay. 

We are going to hear a lot on this bill 
over the next several years, and I be-
lieve it will pass because of the eco-
nomic forces that are coming to bear. I 
urge my colleagues to read the bill. It 
is 132 pages, replacing 55,000 pages of 
statute and regulation. It is not all 
that complicated. Sooner or later, 
those who are criticizing might even 
pick it up and take a look at it. I will 
enjoy the debate. 

Mr. Speaker, I yield to the gentleman 
from Minnesota (Mr. GUTKNECHT). 

Mr. GUTKNECHT. Mr. Speaker, I 
want to thank the gentleman from 

Georgia for having this Special Order, 
and I want to thank him for his leader-
ship on this issue. 

I wonder if he would step back to po-
dium, because I am not sure if my col-
leagues who have been listening in 
their offices really understand what we 
are talking about tonight. The gen-
tleman is talking about getting rid of 
the income tax system as we have it in 
America today. 

Mr. LINDER. Mr. Speaker, I want a 
system where nobody in the govern-
ment knows how much you make or 
how you make it or how you spend it. 
I want a system that funds us at the 
current level, consistently, but does 
not keep track of us and will give you 
the privilege of anonymity in a free so-
ciety. 

Mr. GUTKNECHT. So the gentleman 
thinks that the Federal Government 
should not know at least as much as 
my spouse how much I give to charity. 
That is none of the government’s busi-
ness. 

Mr. LINDER. That is correct. 
Mr. GUTKNECHT. And the gen-

tleman thinks that what I do for a liv-
ing and how I make my money is none 
of the government’s business. 

Mr. LINDER. That is correct. 
Mr. GUTKNECHT. The gentleman 

thinks that I ought to be taxed based 
on how I spend my money rather than 
whether I want to save it, invest it or 
spend it on different things. 

Mr. LINDER. Whatever you choose to 
do, it is your money. You made it, and 
you spend it, and you can spend it 
anonymously without having to go to 
the government. 

Mr. GUTKNECHT. This is really re-
markable. In fact, I think that if the 
Founders knew that we had this tax 
system here in America today, Mr. 
Speaker, I think the Founders would be 
rolling in their graves. The idea that 
we have a Federal agency who keeps 
track of how we spend our money, who 
wants to know more; every year, they 
want to know more about how we 
spend our money, where the money 
comes from, where it goes. In some re-
spects, it is almost un-American, the 
system we have today. 

I want to talk just a few minutes to-
night about all of the regulations, 
about all of the rules. I understand 
there are 90,000 pages of the IRS regu-
lations that every American one way 
or another has to comply with. That is 
just outrageous. And, more impor-
tantly, I think the other issue we want 
to talk about tonight is how every 
American knows somehow, down in 
their bones, that there is something al-
most immoral about a system where 
we have this enormous amount of regu-
lation, this enormous amount of bu-
reaucracy, all of these rules and regu-
lations just to pay our taxes. And I 
wonder if the gentleman would talk a 
little bit about how long it takes the 
average American just to fill out their 
tax forms and then, more importantly, 
what it means to business in terms of 
all of the regulations, the accountants, 

the lawyers, the rules and all that goes 
with it, just so that the average small 
businessperson can just simply pay 
their Federal taxes. 

Those are issues that we need to talk 
about, and ultimately, those are issues 
that affect how we live in America and 
ultimately whether or not we can com-
pete in a world marketplace. 

I wonder if the gentleman would just 
talk a little bit about all of those pages 
of rules and regulations in the IRS 
codes. 

Mr. LINDER. Mr. Speaker, there 
have been a variety of numbers, I know 
it is huge. I got all of the regulations 
at one time in my office and stacked 
them on the floor up to here, and it was 
huge. However, it is so complicated 
that no one understands it. It is correct 
that, under the law, you have to abide 
by it, but it is also correct that nobody 
knows what it is. 

Money Magazine sent 49 different 
professional tax preparers the same 
economic data from a family and asked
them to do the tax return and got back 
49 different tax returns, none of which 
was correct. If you call the IRS help 
line today and ask for help in filling 
out your own tax return, over half the 
answers you get will be incorrect. 

Now, the gentleman mentioned our 
Founding Fathers rolling over. Just 
imagine a system where, in 1912 or 1911, 
they are discussing the income tax, and 
somebody says, I have an idea, let us 
punish people for working and saving. 
Let us tax everybody. Let us make sure 
that nobody escapes. Let us make sure 
it is about 36 percent of what they 
earn. They would never have made it 
this far. They would never have gotten 
this far and they would have been 
laughed out of town. 

Mr. GUTKNECHT. Mr. Speaker, if I 
could just say, the Senate has just in-
formed the House that we have re-
formed the IRS code. Now, is that not 
wonderful? Now, we have reformed or 
amended the IRS code 6,000 times. 

Mr. LINDER. Since 1986. 
Mr. GUTKNECHT. Since 1986, and 

now we are going to do it again. And 
every time we talk about reforming the 
Tax Code, what, in effect, we do is we 
make it more complicated. 

Now, in some respects, I do have a 
vested interest, because my daughter 
and my son-in-law are both CPAs. So, 
in some respects, if I want full employ-
ment for my daughter and son-in-law, 
we want to make this Tax Code even 
more complicated. But the interesting 
thing is when I talk to them, they say, 
make the Tax Code simpler. And the 
truth of the matter is, the best thing 
we could do is eliminate the income 
tax system all together and make it a 
consumption tax. 

Mr. Speaker, there is an old adage 
that if you want more of something, 
you should subsidize it. If you want 
less of something, you should tax it. 
And what do we do in America? We tax 
income. We tax investment. We tax 
savings. We tax productivity. We tax 
all the things we want more of, and yet 
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we subsidize consumption, indirectly. 
What we are really talking about is 
something very revolutionary. It is 
about a whole new concept. It is about 
changing the whole paradigm in the 
way the Federal Government raises 
revenue, and saying, wait a second, 
why do we want to tax the things we 
want more of? We ought to tax the 
things that may, in fact, drag down our 
economy. 

So this is so important. I want to 
compliment the gentleman on one very 
important thing he said earlier. When 
the gentleman talks about manufac-
turing, and we have all heard, we have 
heard from our friends on the left, and 
we have heard from the media, and we 
have heard from all kinds of people 
that America is not doing as well as it 
should do relative to creating more 
manufacturing jobs here in the United 
States. Well, one of the things we have 
to do is change the Tax Code. 

I think the gentleman made the 
point, and we need to talk about that a 
lot, in terms of changing the Tax Code 
to make it more productive or more 
profitable for people to create manu-
facturing jobs in the United States. 
The gentleman talked about, one of the 
things he mentioned, and I think a lot 
of people may have missed this point, 
and that is that in every product that 
we produce here in the United States 
there is embedded in that product any-
where from 22 to 30 percent taxes. And 
one of the things the gentleman wants 
to change is to say, that ought to be 
taken out. And all of a sudden, every-
thing we produce here in the United 
States would be anywhere from 22 to 30 
percent less expensive on the world 
market. If we did that, it seems to me, 
if everything we made in the United 
States was 22 to 30 percent less expen-
sive on the world market, it would 
seem to me we would be very competi-
tive and all of a sudden, a lot of compa-
nies would want to produce those prod-
ucts right here in the United States. 

I wonder if the gentleman could talk 
about that just for a minute. 

Mr. LINDER. Companies are leaving 
our shores not because they hate 
America, not because they are mean-
spirited; they are leaving our shores 
because they are being driven off. They 
are being driven off by the tax system 
that embeds so much into the price 
that they cannot compete in the world 
market. 

So some years ago we had a big de-
bate here about people leaving, want-
ing to leave their citizenship here and 
move to another nation that had lower 
tax on the death tax, and half this 
House thought, well, it is shameful if 
they do that, let us get their money be-
fore they leave, and the people said, fix 
the Tax Code and they will be here. If 
we eliminate tax on capital and labor, 
we will be the world’s most attractive 
tax haven, and the $6 trillion would 
quickly rush to our shores to be in-
vested in our stocks, our bonds, lower 
interest rates, create jobs that cost 
about $100,000 to create one job in this 
country. 

But in addition to the $6 trillion in 
the dollar market that would come, 
how many tens of trillions would come 
from foreign countries in our markets 
because we have the best markets in 
the world. We have the most produc-
tive workers in the world. They would 
rather build in Michigan to service the 
car industry in Michigan than to build 
offshore and have to ship it in. If you 
get the tax component out of that sys-
tem, they would be there in a second, 
and they have said that. 

Mr. GUTKNECHT. Mr. Speaker, let 
me just come back to that number. The 
gentleman said $6 trillion. Now, around 
this place, we throw around big num-
bers, but $6 trillion is a huge number. 

Can the gentleman put that in some 
kind of perspective? 

Mr. LINDER. Well, I do not know 
where the numbers come from. The IRS 
admits it is $5 trillion. The people who 
are in the offshore financial centers 
say it is $6 trillion. But we just did 
some minor research. We know that 
the high-tech industry itself in Cali-
fornia has about $150 billion offshore. It 
is too expensive to repatriate. We know 
that Pfizer has $59 billion offshore. 
They sell in the French market for 
francs and in the Japanese market for 
yen and the German market for marks, 
and then they convert that into euro 
dollars and they hold it offshore. All of 
that money would be back in our mar-
kets creating jobs and bidding compa-
nies. We do not know how much Japa-
nese money is floating around that 
would come here, but just imagine 
what would happen to our stock mar-
kets if all the world’s investors could 
invest in our stocks with no tax con-
sequences. We have had two money 
managers, whose names would be fa-
miliar to you, who would say, I do not 
know what the market would be at as 
days pass, but in 2 years, it will have 
doubled. 

There is no question that we will be 
the attraction, we will be the attrac-
tors of capital, and when you bring 
capital in, you create jobs. And this 
country needs job creation. 

Mr. GUTKNECHT. Mr. Speaker, if I 
could just say, we have talked about 
capital, and we have talked about big 
business, and we have talked about in-
vestors and manufacturing, but I am 
told that when we talk about small 
business, it is where we really see the 
benefits. Because I am told that a 
small business can pay over $700, if we 
look at all of their costs of complying 
with the current Tax Code, to pay $100 
in taxes. 

Mr. LINDER. That is right. So the 
consumer of that small business not 
only pays the $100 plus the payroll tax, 
it also pays the $724. 

Mr. GUTKNECHT. So that cost is 
over $800 for the Federal Government 
to raise $100.

Mr. LINDER. That is correct. This is 
hardly an efficient way to raise taxes. 

Mr. GUTKNECHT. It is almost unbe-
lievable. If we could get Americans to 
just think about this, because we all 

pay the taxes. I mean Paul Harvey 
often says that businesses do not pay 
taxes; people do. If you could get peo-
ple to just think about this, that the 
system we have today is so incredibly 
inefficient that we all pay a lot more 
just to collect the revenues that the 
Federal Government needs. 

Now, we all agree that the Federal 
Government, whether it is for national 
security or domestic security or for 
roads or for prisons and all of the other 
things we need, we need some revenue, 
right? 

Mr. LINDER. That is correct. 
Mr. GUTKNECHT. And we are not 

talking about cutting the amount of 
revenue to the Federal Government; we 
are talking about creating that rev-
enue in a new and more efficient way. 

Mr. LINDER. Mr. Speaker, we pre-
cisely made the decision in the draft-
ing of this bill not to fight the battle 
over increasing or decreasing revenues; 
we would lose votes on that issue 
alone, not to eliminate all the excise 
taxes, we would lose 150 votes in this 
House just on tobacco; not to reform 
any programs; we wanted to just 
change one paradigm, collecting reve-
nues on income, to another, collecting 
revenues on consumption, so that it 
would be neutral. Let us just admit 
that the United States consumers 
would save tons of money if they just 
were voluntary taxpayers and paid 
taxes when they chose to pay taxes, 
and then, later, we will worry about 
the size of the government. 

But I want to tell my colleague one 
thing about the size of government if 
we pass this. Nobody knows how much 
we spend here. But if my mother saw 
every time she bought a loaf of bread 
how much went to Federal taxes, she 
would start showing the interest. We 
right now have a huge bias in favor of 
more government and more taxes be-
cause most of us do not pay the income 
taxes, but we pay the consumption tax 
currently embedded in the goods and 
services that we buy, and that is what 
we have to convince America of. You 
are already paying this tax. It is the 
same tax.

b 2200 

But how would you like to pay the 
same taxes and have the same standard 
of living, but if you are making $60,000 
a year, instead of taking home $3,800 
for your house payment and your gro-
ceries, you are taking home $5,000? You 
get everything you earned, nothing 
taken out. Your net pay and your gross 
pay are the same. 

Mr. GUTKNECHT. This is an idea we 
think we know about, but we do not 
really understand. That is, every time 
we buy a product, embedded in the cost 
of that product are the cost of taxes. 
We do not think about that, but it is 
there nonetheless. If we buy a refrig-
erator, there is a certain amount of tax 
that is included in that. And there 
have been some people who have at-
tempted to quantify how much that 
tax is. And so if I buy a refrigerator for 
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$500, embedded in the cost of that re-
frigerator may be 22 percent or more in 
taxes. More important than that, it is 
not just the taxes. It is how much that 
that company had to pay the auditors, 
the accountants, the lawyers and so 
forth to keep all of those records. So 
the cost may well be 30 percent of just 
taxes. 

Now, if you take that many out and 
you put a 22 percent sales tax on that 
item, the net cost of that refrigerator, 
instead of being $500 might be $490 or 
something like that number. Will the 
gentleman talk a little bit about what 
the real net cost would be to the aver-
age consumer. 

Mr. LINDER. I want to make it clear 
that the consumption tax about which 
we are speaking is not to be treated the 
same as the State sales tax which is an 
exclusive tax on top of what you spend. 
This is included in what you spend. 

The reason we did it that way, an in-
clusive tax, is because the tax we are 
seeking to replace is inclusive of what 
you earn. If you were going to treat 
this as a State sales tax on top of what 
you spent it would be 30 percent. But to 
compare that with the income tax on 
top of what you have left to spend, the 
current income tax is effectively a 56 
percent tax rate. Either one, the sales 
tax is better. 

If you go to the store and buy that 
$500 refrigerator, that may include the 
tax within it, but the price of the re-
frigerator will have fallen because the 
embedded cost would no longer be 
there. 

It is easier for me to do this on some-
thing I looked a lot at because the real 
estate people talk a lot about this. The 
real estate people say, how can I sell 
homes if I do not get to deduct the 
mortgage interest deduction on a 
home. I say, if you really think that 
sells your home, double your interest 
rate and you will sell twice as many 
homes. 

The current embedded cost in the 
home of the current system is 28 per-
cent. Under our system, it would be 23 
percent. The home will be less expen-
sive, the same house. If a person is 
making $60,000 a year, he is currently 
bringing home $3,800 a month to make 
that house payment. He will bring 
home $5,000 a month under this system. 
But more importantly because of all 
the tax complications that come out of 
the interest rate system, interest rates 
will decline by 30 percent. So the house 
is less. The take-home pay is more. The 
payment is less. We think we will sell 
lots more houses. 

Mr. GUTKNECHT. So on April 15, the 
average American would say what? 

Mr. LINDER. Another nice spring 
day. 

Mr. GUTKNECHT. Another nice 
spring day in Minnesota or Georgia or 
Iowa. That is an amazing thing because 
many Americans dread the idea of 
April 15 coming around. They dread it 
for a lot of reasons. Not only the 
amount of money they have to spend, 
but they worry they might make a 

mistake in filling out all these forms 
and they may have not added correctly 
and they did not do this right or what-
ever and they did not go back three 
spaces and they ignored line 1–A or 15–
A or 15–B. All of this would go away. 
The average American would not have 
to worry about April 15. 

Mr. LINDER. They would not have to 
keep a receipt. 

Mr. GUTKNECHT. Would not have to 
keep a receipt, would not have to 
worry how much they paid the dentist, 
how much they paid the doctor, how 
much they gave to their church. All of 
those things would simply go away. I 
know a lot of people, and the gen-
tleman mentioned the Realtors and 
they are worried about this because at 
the end of the day this would affect 
whether or not Americans would buy 
homes and particularly new homes. 
But the bottom line is, that new home 
would, probably on a net-net basis be 
less expensive than it is today. 

Mr. LINDER. That is correct. 
Mr. GUTKNECHT. And we have got 

to get people to think beyond the first 
thing that they see and they say, oh, 
my gosh, you mean I would have to pay 
a 23 percent sales tax on everything I 
buy? 

Well, stop and think about it. What 
would happen is at every payday you 
would get to keep everything you earn.

Mr. LINDER. I can tell the gen-
tleman how much that would be. 

Mr. GUTKNECHT. And it would be a 
real number. 

Mr. LINDER. The average income 
earner pays a 28 percent withholding 
tax and 7.65 percent, their share of the 
payroll tax. Their increase in take-
home pay would be about 55 percent 
the next day. 

Mr. GUTKNECHT. So that average 
family when they go out to buy a home 
would be able to buy more home. And 
when you take away the cost of all the 
accountants and everything that goes 
with the IRS system today, that home 
would actually be less expensive. 

Mr. LINDER. That is correct. 
Mr. GUTKNECHT. Now, the other ar-

gument that we hear sometimes is 
from people who buy expensive ma-
chinery and, frankly, we have a lot of 
those people in my district. They are 
called farmers. Every so often they go 
out and buy a new tractor, and that 
new tractor today may be $150,000. 
They say, oh, my gosh. You mean I am 
going to have to pay a 22 or 23 percent 
sales tax on a $150,000 tractor? I cannot 
afford that. 

Mr. LINDER. Let us remind them 
that no business inputs are taxed. No 
tractor will be taxed. No barn will be 
taxed. Anything used in the business is 
tax free. No seeds will be taxed. 

I tell the farmers if you buy a tractor 
to work your land, there is no tax on 
it. If you buy a hat to wear on your 
head, there is. Personal consumption. 
No business inputs are taxed whatso-
ever, so farmers are universally in 
favor of this because it also gets rid of 
the death tax for them which is a huge 
issue. 

We said on the floor yesterday that 
agriculture would go to bills. The im-
portant thing is for us to continue to 
repeat to farmers and other people who 
buy equipment that, number one, there 
is no tax on it, but, number two, the 
cost of the equipment will go down 20 
to 25 percent. So you will buy the same 
tractor for far less money, and there 
will be no tax on it whatsoever. 

Now, one farmer did raise an inter-
esting question for me. If the value of 
my equipment declines, how can I bor-
row as much on it? I said, well, things 
change all the time in the farm busi-
ness, but you can buy the new one a 
whole lot less expensive. 

Mr. GUTKNECHT. So in other words, 
a farmer that goes down to buy another 
tractor that today is $150,000, embedded 
in the cost of the tractor is maybe 22 
percent tax or 25 percent tax. So in 
other words, if you take that out of the 
price of that tractor, they are actually 
going to buy that tractor for $110,000 
and they will pay no tax on it. 

Mr. LINDER. That is correct. 
Mr. GUTKNECHT. I agree with you. 

If we can get people to just think in 
those terms, all of sudden they are 
going to be say, well, let us have this 
right now. Why have we waited. Why 
do we have this unbelievable system 
that I have to go down to my account-
ant and I have to worry about this and 
I have to worry about that. 

All of the sudden we have a very sim-
ple system that is only about how 
much I really consume. Not how much 
I spend to produce a product, how 
much I spend to produce a crop, how 
much I invest to produce a new job or 
a new business or a new product or 
whatever. This is consumption. And if 
we can get people to talk about con-
sumption taxes, all of the sudden this 
whole debate becomes very, very sim-
ple. And people say, well, this makes 
perfect sense. 

We have been joined by my friend 
from the State of Iowa, and I hope that 
the gentleman will jump into this de-
bate and talk a little bit about what it 
means to him and more importantly 
how it affected his last election and 
how he became a proponent of this 
thing. 

Mr. KING of Iowa. I appreciate the 
gentleman yielding to me. 

A couple of subject matters do pop to 
mind on that. One of them is the poli-
tics of this and people say, what are 
the prospects of getting this passed? 
Far greater than they were even 2 or 3 
months ago. But the politics of it back 
in a district where you have to raise 
the subject matter, you have to edu-
cate the public, you have to be willing 
to stand up for what you believe in and 
face down the criticism. Some of them 
not solid criticism; some of it simply 
politically motivated. 

I ran against a certified public ac-
countant two years ago who should 
have had a maximum amount of credi-
bility on finances and economics, and 
he came out in favor of the IRS. I came 
out in favor of eliminating the IRS. I 
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am here. He is not. Sixty-three percent 
was the margin, and we did not spend a 
lot of money to get that done. 

The public understood quickly, they 
learned quickly if you can get the 
money you earned in your paycheck 
every Friday, when you punch that 
time clock Monday morning at 8 a.m. 
or whatever the time is and if the gov-
ernment no longer is standing there 
with their hand out, the first lien on 
everybody’s labor in America, the free-
dom that comes back from getting the 
IRS off their back and the burden, that 
was I think the most influential piece 
of this entire race that went on. 

If I could, I would like to address an-
other subject matter, and I do not 
know if it has been raised here, as I 
missed the first 10 minutes or so of the 
conversation. It was very interesting 
to me, I did not even get up for that 
reason because I am fascinated to 
watch both of you add to this knowl-
edge base that we have on this subject, 
but my memory goes back to 1992 when 
Bill Clinton took office as President of 
the United States. 

He came to this Congress and he was 
elected on a failed economy, a reces-
sion, so to speak; and he came to this 
Congress and he requested a $30 billion 
economic incentive plan. Now that $30 
billion was to be borrowed because we 
were in deficit; and it was going to be 
spent on make-work projects, projects 
where you would hire people to go out 
into the streets and do things, pay 
them a wage, and they would spend 
that money. And that would stimulate 
the economy, $30 billion worth of bor-
rowed money. 

About that same time, 1992, Daniel 
Pilla published his book, ‘‘Fire The 
IRS.’’ And in that book I believe the 
economist he quotes is a Harvard econ-
omist, Dale Jorgenson.

Mr. LINDER. Who, by the way, did a 
lot of the studies for our bill 

Mr. KING of Iowa. On the same anal-
ysis. When those numbers were added 
up at the cost of the IRS, the cost of 
funding the IRS, the cost of enforcing 
IRS tax law, the cost of paying the peo-
ple to prepare the taxes, paying the 
people to collect the data that you 
hand to your tax person, paying your-
self $10 an hour to sit up all night on 
April 14, which hopefully we will not 
have very many of those nights again, 
but added to that disincentive when 
people decide that I am not going to 
punch that time clock for any more 
overtime or pick up that phone for that 
extra sales call or extend that produc-
tion line in my plant or my factory be-
cause the tax burden is too high, it is 
not worth the risk, it is not worth the 
work. 

You add all those up and that number 
in Daniel Pilla’s book was $700 billion a 
year, with a B. 

Now, $30 billion in Bill Clinton’s eco-
nomic incentive plan of borrowed 
money, $700 billion, same year pub-
lished, Daniel Pilla’s book, when you 
add in of those disincentives. That does 
not include what happens to our econ-

omy when we take these several hun-
dreds thousand people that are working 
in the regulatory sector of this econ-
omy for the IRS, enforcing the IRS, 
filling out paperwork and tax forms for 
the IRS, those are all bright people 
that are very productive people but 
they are working in the nonproductive 
sector of the economy. We take them 
out, put them into the productive sec-
tor of the economy, we add that to that 
$700 billion and then we adjust it to for 
inflation for the last 12 years, you are 
over a trillion dollars a year is the size 
of the anchor that the IRS, which is 
the anchor, and our economy is drag-
ging that trillion dollar anchor across 
the bottom, and think how it sails free 
if we just cut the chain on that anchor, 
get rid of that almost 10 percent of our 
$11.4 trillion gross domestic product. 

But it is not just an anchor. We are 
dragging it but when we cut the chain, 
we get to put that trillion dollars in 
the productive sector of economy. And 
it adds to this economy and no one can 
calculate what that does. 

We all believe this economy doubles 
in 10 to 15 years, but I do not think we 
have calculated when those nonproduc-
tive people go to work in the produc-
tive sector of the economy. So that is 
the piece that really moves me, when 
we have that kind of waste in govern-
ment, to be able to release that waste. 
Get rid of it. Cut the chain on the an-
chor and put that trillion dollars’ 
worth of capital in the productive sec-
tor of the economy, and those people 
that are not producing today, that are 
regulators into the productive sector of 
the economy. 

And then on top of that, there are 
those folks out there that are not par-
ticipating in helping to fund this gov-
ernment. And I am talking about the 
drug dealers, the prostitutes, the por-
nographers, the tourists. 

Mr. LINDER. The illegal labor. 
Mr. KING of Iowa. Black market 

labor. Add those things up; I do not 
know the numbers on some of those. 

Mr. LINDER. I do. 
Mr. KING of Iowa. I would be glad to 

know that. 
Mr. LINDER. It is over a trillion dol-

lars right there in the underground 
economy. Just three portions of it in a 
recent book published by an economy, 
pornography, illicit drugs and illegal 
labor constitute a trillion dollar econ-
omy. 

When I speak to groups, I always ask 
if there is a banker in the room. If a 
banker raises his or her hand, I say ev-
erybody follow her to her bank on Fri-
day afternoon at 4 o’clock in the after-
noon you will see it. And they always 
just smile and grin because the con-
tractor is coming out paying off subs in 
cash. It happens outside of every bank 
in America that does retail banking. It 
is huge. 

We do not want to find new places to 
tax. We think everybody ought to be 
paying fairly.

b 2215 
Government’s principal role ought to 

be neutral, not pick winners and losers. 

That is why we tax services, as well as 
goods. We tax Internet sales, as well as 
catalog sales, as well as local sales. We 
do not believe that the guy down the 
street who builds a building, hires their 
kids, goes to a church, votes at our 
elections should be put at a 7 percent 
disadvantage same as a dot-com. So we 
say this bill is drafted with the first 
principle, that government’s role is 
neutral, not picking winners and los-
ers. 

Mr. GUTKNECHT. Mr. Speaker, if 
the gentleman would yield, I want to 
thank both of my colleagues, and par-
ticularly the gentleman from Iowa (Mr. 
KING) because he has really been an ed-
ucator for me. 

I want to come back to an issue that 
we have not talked about yet because I 
think it deserves to be talked about, 
and we hear about it from our friends 
on the left. That is called the alter-
native minimum tax, and frankly, it is 
interesting because it was created back 
in 1969 to make certain that everybody 
paid some taxes, right, and we created 
all these loopholes for the ‘‘wealthy.’’ 
All of the sudden they discovered that 
some of these people were actually tak-
ing advantage of these programs so 
that they paid very little or no taxes. 

They created this whole second tax 
system, the alternative minimum tax, 
that says even if you qualify under all 
the rules, you play by the rules as 
some people say, you wind up paying 
no tax, but you have to recalculate 
your taxes. Now, all of the sudden, we 
are talking about millions of Ameri-
cans who are finding out, well, listen, I 
did the right thing, I followed the 
forms, I played by the rules, I did ev-
erything right, but now the IRS says, 
oh, oh, oh, wait a minute, you have to 
recalculate your taxes; and under the 
AMT, you owe another $3,000 or $5,000 
or $10,000 or in some cases literally 
hundreds of thousands of dollars in 
taxes. 

Let me give you an example. One of 
my constituents is a wonderful person, 
and he had made some incredibly lucky 
or smart investments, depending on 
your perspective and had become rel-
atively, well, some people would say a 
very wealthy, man. He wanted to give 
his alma mater $1 million. He could af-
ford to do that. So what he did is he 
sold some stock, and he gave his col-
lege a $1 million donation. That is a 
wonderful thing to do, right? Well, the 
IRS came back the next year and said 
you have got to recalculate your taxes; 
and for being a generous benefactor of 
his college, under AMT, the IRS said 
you owe us another $340,000 in taxes. 

Now that was bad tax planning, and 
he did not spend enough time with his 
auditors and his CPAs and lawyers and 
so forth, but that is one example, but it 
happens every day. 

Mr. LINDER. My daughter at 35, she 
is now 37, called me and she said what 
in the world is AMT. She has got four 
little boys and the deductions and a 
fairly decent income gets them into 
the AMT. When it was set in 1969, it 
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captured 90,000 taxpayers. In 6 years, it 
will capture 35 million. 

Mr. GUTKNECHT. Mr. Speaker, 35 
million Americans, and this is the 
point I want to make. Anybody who 
has ever been bit by the AMT will 
never forget this. 

One of the most beautiful things 
about what you are talking about, and 
I want to thank both of you, is that 
under your plan they never have to 
worry again about having to recal-
culate their taxes after they have al-
ready paid what they think is their fair 
share. 

Mr. KING of Iowa. Mr. Speaker, if the 
gentleman will yield, I will just say 
that this tax policy, H.R. 25, the fair 
tax is about freedom. There is so much 
freedom that we do not realize we have 
lost over the last 91 or 92 years that we 
have had this Tax Code because we get 
used to the IRS coming into our homes 
and into our offices, auditing us. I was 
shut down once for 4 days while the 
IRS was going through all my paper-
work, and the frustration of having 
them dig through my paperwork, pass 
Monday morning quarterback decisions 
upon the ethical decisions that I made 
day by day by day, and to know that 
my business decisions were contingent 
upon the tax implications, I had kind 
of gotten immune to that a little bit. 
You get conditioned to it, and you for-
get that your mind can be freed of 
that, and it can be focused on produc-
tivity, how do you build a product or 
provide a service for the most competi-
tive price and the highest quality to 
turn the best profit that you can. That 
is why you go to work every day. It has 
turned us into a Nation of tax pre-
parers and tax avoiders. 

So about a year and a half ago, my 28 
years in the construction business, I 
got myself in a position here in this 
Congress where it behooved me to sell 
that business, and the most likely per-
son was my oldest son. We did get that 
transaction done, but it took a long 
time and it was very complicated. The 
tax implications were so great that I 
almost lined everything up and just 
sold it, paid the taxes, washed my 
hands because it was too hard to avoid 
all of the liabilities that accrued with 
capital gains and the other taxes that 
came along. 

To think, to eliminate inheritance 
tax, interest income, pension income, 
capital gains, of course income per-
sonal and corporate, add all of that up. 
Think about what happens when you 
have a whole different structure here 
and you cease to punish productivity 
and you let people amass all the cap-
ital they choose to amass. And on the 
good side of this, this capital that you 
talked about, the cheaper industry, the 
more available capital, the $6 trillion 
coming back from overseas, the new 
capital that will be attracted ends up 
here in the best place it can in our 
economy because that capital will go 
for research and development, higher 
education, technological investments, 
capital investments. All of these things 

improve the productivity of the most 
productive workers of the world. 

While we are doing that, we are able 
to take out an average 22 percent or 
maybe more out of the cost of every-
thing we sell in this country and 
abroad, and so our balance of trade 
today, which is about a minus $503 bil-
lion with a B, goes to a plus number. 
That plus number helps us a lot be-
cause every year foreign investors are 
owning another half a trillion dollars’ 
worth of U.S. assets at the rate we are 
going with this negative balance of 
trade. It fixes the balance of trade. 

As soon as somebody south of the 
border or in China or Africa or wher-
ever can get the capital together to 
buy a punch press or a lathe or a brake, 
then they train their workers to run 
that; and we will never get that job 
back again. But if we can discount the 
product we are selling an average of 22 
percent, that is the same as the neon 
sign that says gas $1.80 out here on the 
street here today. We get to sell ours 
for $1.40. We are going to come here to 
our shores till we cannot produce at 
that price anymore. That means we 
hang on to the low-skilled jobs here in 
this country. Some of them come back 
to this country, but certainly we keep 
many of them far longer because we 
are more competitive; and while we are 
doing that, we are enhancing the high-
tech jobs, the higher paid jobs where 
the future of America is. 

We always have to be the fastest peo-
ple on the economic treadmill, the ones 
at the head of the curve. This tax plan 
puts the capital in place, the incentives 
in place so that we can do that for a 
long, long time to come. 

Mr. LINDER. Mr. Speaker, the folks 
on the other side of the aisle will worry 
about people getting too rich and who 
is going to benefit from this and how 
you are going to hurt the poor. Let us 
just deal with that for a second. 

We are going to totally untax the 
poor. Today, people who are living at 
or below the poverty level are losing 22 
percent of the purchasing power for the 
current system, and we are going to 
tax accumulated wealth. For that cou-
ple that paid taxes all the money they 
earned over the years, paid capital 
gains and then sold the business, pay-
ing taxes on the interest they are earn-
ing today, we are going to tax them 
one more time and they spend it. To 
those people I say, you are already pay-
ing this, but what do you think about 
the freedom that the gentleman from 
Iowa just talked about, to do what you 
want with that money and not have to 
deal with that? 

We are going to make people pay 
taxes when they choose to pay it by 
how they choose to live, and 
everybody’s free to do that. 

The gentleman had another point on 
trade that I would like him to expand 
what the rest of the world would do, 
because we talked about this a couple 
of years ago. 

Mr. KING of Iowa. Yes. By the way, I 
remember the first time we met and 

that I approached and introduced my-
self. I asked a question of the gen-
tleman and that was, what does it do to 
psychology, to the politics of America 
if every time Johnny or Sally, when 
they go to buy their baseball cards or 
their Barbie doll clothes, they would 
have to reach in their pocket, pull out 
a couple of dimes for Uncle Sam and 
put them up on the counter? After that 
happens millions and millions and mil-
lions of times across this country, for a 
generation or so, my belief is that this 
that new generation of Americans 
steps up and accepts personal responsi-
bility, makes fewer demands on gov-
ernment, which means then it slows 
the growth of government and makes 
us all more responsible but also more 
free. 

Now, a more free Nation of the 
United States of America, one with 
this capital that is amassed that is 
being invested in higher ed and in tech-
nology and in research and develop-
ment makes this robust economy here 
in the United States so strong, so ro-
bust that, for example, the European 
Union is a good example. Their tax 
rates run up to 70 percent in some of 
those countries. Ireland leveled it 
down, and there are 560 companies 
right now domiciled in Ireland because 
they lowered their corporate taxes. But 
the continent of Europe would have to 
adopt some form of our tax policy to 
even hope to compete with us in the 
world market, or their capital will es-
cape that continent and come here 
where the jobs will come and the pro-
ductivity will come and our industrial 
base will come back again, as well as 
our technological base. 

So when that happens, if the tax pol-
icy in this country promotes a more 
personal responsibility, less demands 
on government, moves us away from 
this socialist trend that we are moving 
towards, that will happen in this coun-
try. It will also happen wherever our 
tax policy is put into place, imple-
mented; and that means when Europe 
begins to some place down the road 
adopt a fair tax in the same way, they 
will also see more freedom, more per-
sonal responsibility, less demand on 
government. That means the entire 
planet eventually becomes more free 
because we take the lead here in this 
country. 

Mr. GUTKNECHT. There is a con-
necting point there that I want to ex-
pand upon, and that is, once we do this, 
they will have no choice because all of 
the sudden the rest of the world will 
turn to America and say, look, if we 
can invest there and not be taxed, we 
are going to invest even more of our re-
sources in the United States. All of the 
sudden, Europe, the former Soviet 
Union, Iraq, anywhere else in the 
world, they are going to have to adopt 
tax policies similar to ours, where we 
say to people, you can earn as much as 
you want, you can invest as much as 
you want, you can risk as much as you 
want. We are only going to tax you on 
your consumption. 
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Now I want to come back, though, to 

a question that sometimes our liberal 
friends say, and the gentleman from 
Georgia (Mr. LINDER) sort of touched 
on this a few minutes ago, and that is, 
wait a second, poor people spend more 
of their disposable income on things 
that they need, and therefore, they will 
have to pay a lot more taxes than 
somebody who makes $1 million a year 
and only has to spend 100,000 of it on 
the things that they want or need just 
to live and so forth. How do you re-
spond to that? 

Mr. LINDER. I respond to it that peo-
ple do not put money under the mat-
tress anymore. Wealthy people spend 
more than poor people. They will pay a 
higher share of the total cost of gov-
ernment; but to the extent that they 
do not spend that money, they are 
going to put into banks or into busi-
nesses and create jobs. 

If they accumulate a great deal of 
wealth, I can tell you what they are 
going to do with that, too. They are 
going to do what every great wealthy 
family has done in the history of this 
country. They are going to give it 
away. Another question raises chari-
table contributions. People do not give 
money away because they can deduct 
it. They give money away when they 
have more to give away. The more they 
have to give away, they more they give 
away. The great fortunes that have 
been given away in the history of this 
country were given away before the 
Tax Code was ever in place. So they ac-
cumulate fortunes. They will invest it. 
They will create jobs, grow companies, 
and then give it away. 

Mr. GUTKNECHT. So there are only 
four things that people can do with 
their money if you think about it. 
They can either spend it, they can save 
it, they can pay taxes, or they can give 
it away. Those are the only four things 
they can do. 

Mr. LINDER. I would say they can 
create jobs with it because people bor-
row it. 

Mr. GUTKNECHT. Exactly, and when 
they save it and invest it, it creates 
more jobs, more economic opportunity 
for the people at the lower end of the 
spectrum. Right? 

Mr. LINDER. Which creates more 
revenues to the Federal Government. 

Mr. GUTKNECHT. Bingo. 
Mr. LINDER. It has always been the 

case. 
Mr. GUTKNECHT. But some of our 

friends think that we have to have 
these people pay lots of taxes because 
that is a good thing. What we are sort 
of saying is, well, we have to pay a cer-
tain amount of taxes, but at the end of 
the day if they pay more in taxes, it 
means they have less to invest or give 
away. 

Mr. LINDER. And grow the economy 
with that investment. 

Mr. GUTKNECHT. Bingo. 
Mr. LINDER. It is really simple. 
Mr. GUTKNECHT. Mr. Speaker, of all 

the things that people can do with 
their money, the least efficient thing 

in terms of growing the economy is to 
give it to the Federal Government be-
cause we know that the Federal Gov-
ernment will spend it less efficiently 
than they will, and that is a philo-
sophical debate; and I understand that. 

At the end of the day, we can create 
a system that is just as fair or fairer 
than the system we have today because 
when people think about it, you think 
about the average poor person. Every-
thing that they buy has embedded in it 
anywhere from 22 to 30 percent taxes.

b 2230 

So they are paying the taxes. Busi-
nesses do not pay them. And in some 
respects even wealthy people do not 
pay the taxes. It is the poor people who 
pay them. 

Mr. LINDER. Wealthy people pay 
taxes on personal consumption, and 
wealth has no meaning unless it is 
spent on personal consumption. 

If I had $100 million and lived in a 
$20,000 home and drove a used car, that 
$100 million would mean nothing to me. 
So somebody would be borrowing it, 
building their business with it, and cre-
ating jobs with it. Wealth has value 
only when spent personally, and that is 
when it will be taxed. 

Mr. GUTKNECHT. So if I buy a 
$100,000 automobile, I pay a lot more 
taxes than if I buy a $20,000 auto-
mobile. That is the way the whole sys-
tem works. 

Mr. Speaker, we have to do a better 
job of explaining this to everybody. Be-
cause I think, in the end, and I want to 
thank both my colleagues, particularly 
the gentleman from Iowa (Mr. KING), 
because he has been helpful to me in 
beginning to understand. 

Let me close for my part of this with 
two very important points made by one 
of my favorite people from the United 
Kingdom, Winston Churchill observed 
this about the American people: First 
of all, he said Americans always do the 
right thing, once we have exhausted 
every other possibility. 

And I think we have really reached a 
point, when you look at the Tax Code, 
that we have exhausted every other 
possibility. And it really is time for us 
to do the right thing. 

The other thing that he said is that 
the difference between someone who is 
convinced of something—no, I am 
going to forget the story. Have you got 
the story? 

Mr. LINDER. You told it to me once. 
It is the difference between someone 
who is a big believer and a fanatic. 

Mr. GUTKNECHT. A fan. Yes, that is 
it. 

The difference between a fan and a 
fanatic is that a fanatic cannot change 
their mind and will not change the sub-
ject. 

I have almost become a fanatic on 
this issue because this is something 
that, if you think it through, begins to 
change the entire paradigm. As the 
gentleman from Iowa said, it not only 
changes the way we see government 
but it changes the way we react to gov-

ernment. In the end, it says to Suzie 
and Johnny when they go in to buy 
something at the store, wait a second, 
every time I buy something, it is 22 
cents or 23 cents, or whatever the num-
ber is. And all of a sudden they begin 
to see government as a real cost to 
them. 

Mr. LINDER. That is correct. 
Mr. GUTKNECHT. And they demand 

less of the government. So this is an 
issue whose time has come. 

It seems to me that we have a re-
sponsibility as Members of Congress to 
go out and tell this story. And if we do 
our job of telling the story, as Jeffer-
son said, give the people the truth and 
the republic will be saved. If we give 
the people the truth on this subject, 
then it seems to me that ultimately 
they will demand that Congress do 
something like this. 

Mr. LINDER. Mr. Speaker, I will 
yield to the gentleman from Iowa for 
any closing remarks he might have. 

Mr. KING of Iowa. I thank the gen-
tleman, Mr. Speaker, for yielding to 
me once again, because there are a cou-
ple of things I would like to say too at 
the end of this discussion. 

When we talk about how many people 
are not paying taxes today, everybody 
is paying taxes in the embedded cost of 
everything they buy, and they do not 
realize that. But about 44 percent of 
the public does not pay income tax in 
an income tax form. Forty-four per-
cent. When they get to the point where 
they are at 51 percent, they can simply 
come to the government and make de-
mands on the government to extract 
the rest of the sweat from the brow of 
the people who are making a living and 
earning. 

So we are very close to that tipping 
point where we could lose the center of 
this country. If it ever tipped over from 
44 percent to 51, then I think you would 
see the real slide towards the socialis-
tic state. We have been stalling it off 
here, but it has been incrementally 
going in that direction. So I think it is 
important that everybody buy in. And 
going to the fair tax does that. Every-
body consumes. Everybody buys into 
that policy. 

For me, I started working on this in 
1980. I was audited for 1979 and it was in 
1980 that they did so, and it was the 
second time. Too close together. And 
with the frustration of that, I started 
with the principle of let us eliminate 
the IRS. Now, what do we do to replace 
the revenue? 

I would sit at work every day and 
think my way through this. And it did 
not take long for me to reject the other 
proposals on how we might be able to 
replace the revenue. This is the only 
way to eliminate the IRS and replace 
the revenue, and it is revenue neutral. 

I kept turning this Rubik’s cube 
around over and over again. What are 
the unintended consequences? What 
happens to black market? What hap-
pens if people reduce their consump-
tion? And every time I turned that 
cube around and looked at it another 

VerDate jul 14 2003 04:36 Sep 24, 2004 Jkt 029060 PO 00000 Frm 00118 Fmt 4634 Sfmt 0634 E:\CR\FM\K23SE7.181 H23PT1



CONGRESSIONAL RECORD — HOUSE H7563September 23, 2004
way, there was an answer to it. The an-
swer is actually better than you antici-
pate in the beginning, and the picture 
got better and better and better. 

I do not think it is an overstatement 
to say that if you have a tax policy 
that can solve problems, this tax policy 
solves virtually every one that a tax 
policy can solve. 

Mr. LINDER. Mr. Speaker, I thank 
both my colleagues for their help. This 
has been an illuminating discussion 
and we need to do it again.

f 

MESSAGE FROM THE SENATE 

A message from the Senate by Mr. 
Monahan, one of its clerks, announced 
that the Senate agrees to the report of 
the committee of conference on the 
disagreeing votes of the two Houses on 
the amendments of the Senate to the 
bill (H.R. 1308) entitled ‘‘An Act to 
amend the Internal Revenue Code of 
1986 to provide tax relief for working 
families, and for other purposes’’.

f 

ELECTIONS: THE U.S. AND IRAQ 

The SPEAKER pro tempore (Mr. 
MCCOTTER). Under the Speaker’s an-
nounced policy of January 7, 2003, the 
gentleman from Florida (Mr. MEEK) is 
recognized for half the time until mid-
night, which is approximately 421⁄2 min-
utes. 

Mr. MEEK of Florida. Mr. Speaker, 
once again it is an honor to come be-
fore the U.S. House of Representatives 
to be able to share a few things with 
the American people. 

Mr. Speaker, I think it is important 
that we reflect on this period as we 
stand as a country. A lot has happened 
today and a lot will happen in the fu-
ture, and I think it is important that 
we reflect on what happened today and 
the direction our country needs to go 
in and should go in. 

We all know that there are 40 days 
and some hours, just about to be 39 
days before the national election on 
November 2. I think it is also impor-
tant for us to reflect on the responsi-
bility that every American has to par-
ticipate in that process. I would like to 
share with the American people that 
for a couple of weeks, we have not had 
an opportunity to have a 30-something 
hour, but I think it is important for us 
to address some of those issues that are 
affecting young people in this country. 

I want to commend those organiza-
tions that are out there supplying in-
formation to voters between the ages 
of 18 and 30 to make sure that they par-
ticipate in this election. What has been 
happening for the last 4 years, and 
what is going to happen in the next 4 
years is very, very important for the 
future of our country and also for the 
future of our families. 

I want to thank Rock the Vote and 
also the WWE Association, and many 
other individuals that are out there, 
like Mr. Russell Simmons, what the 
NAACP is doing, what the people for 
the American Way are doing, and also 

thank what Puff Daddy and other folks 
out there are doing in making sure 
that people have good information. 
Voter suppression is very real, Mr. 
Speaker, and I think it is important for 
parents or grandparents or even Mem-
bers of Congress listening tonight that 
we share with them that their loved 
ones who might be in school do have 
the opportunity to register to vote. 

In the beginning of October, that 
clock is going to run out throughout 
the country, so we need to make sure 
they know they can register. We did 
have some supervisors of elections or 
those election officials in those local 
communities that were telling them 
they could not. Now we are getting 
that information out. I believe there is 
a 1975 Supreme Court decision that said 
that if one is in school and registered 
in school, they can be from another 
State, but they can register to vote 
there, because nine times out of ten 
during the early voting periods and the 
election period in early November, 
they will be there at that location. 

Mr. Speaker, I have my friend and 
colleague, the gentlewoman from 
Cleveland, Ohio (Mrs. JONES), joining 
me here tonight, but I first just want 
to take a moment, since we are talking 
about democracy, to reflect on a coun-
try that we are saying that we want to 
institute democracy in. I think we 
should be very careful in being the pro-
moters and also the hood ornament for 
democracy in the world. We are pro-
moting elections in Iraq at a time 
when we know that it is very unsafe, 
not only for U.N. workers but for our 
U.S. troops and the very limited coali-
tion that we have in Iraq right now. 

On the floor here today, Mr. Speaker, 
we had the interim prime minister of 
Iraq addressing the U.S. Congress. He 
also went over to the White House and 
was with the President in a Rose Gar-
den ceremony. It is one thing to be able 
to say that we have to be there for the 
long haul. As a member of the Com-
mittee on Armed Services, I support 
the effort of making sure that we 
achieve our goals in Iraq. I may not 
support how we got there, which I do 
not, that being the preemptive strike, 
which is something this country has 
never engaged in before. There is no 
‘‘may’’ about it, I do not. But I think it 
is important we reflect on where we are 
right now. 

We have had the arguments, hours of 
arguments on this floor, of how we got 
there. I think the American people are 
fully aware of who made the decision 
and who decided that we should take a 
preemptive strike in Iraq, without a 
real plan that provided for a good 
measured outcome. The people who 
made the decision to go with the will-
ing I think is something that we are 
going to remember in the future as it 
relates to the art of war and in taking 
a move like we did several months ago. 

I could not help but reflect on the 
prime minister’s comments today, and 
I also could not help but reflect on 
what was said at the Rose Garden 

about the fact that we are ready for 
elections in January. Now, this is not 
the Kendrick Meek report, this is the 
report of many news articles I am hold-
ing here in my hand from the events of 
today. This is not only the reports of 
these news organizations but also of 
anyone turning on the television and 
looking at cable or at network tele-
vision. Guess what, things in Iraq are 
not going as well as we are being told 
here around the beltway and in Wash-
ington, D.C. 

Mr. Speaker, I think it goes beyond 
my obligation and the obligation of all 
the Members here in the House, be they 
Republican or Democrat, to level with 
the American people about the reali-
ties of Iraq, the realities of taking on 
an effort in the Middle East where we 
have had terrorism for years and years 
and years. 

Fact: Saddam Hussein. Yes, he was a 
bad guy and he needed to go. But at 
what cost? Fact: Al-Qaeda and other 
terrorist groups were not running the 
streets of Iraq prior to the preemptive 
strike. That is a fact. That is not fic-
tion. That is not the Kendrick Meek re-
port, that is reality. 

The President today said, well, we 
have to continue to fight the war in 
Iraq, because if we leave, then the ter-
rorists will have a hub to be able to 
carry out terror on other democracies 
on the face of the earth. Well, Mr. 
Speaker, I cannot help but to reflect 
and to comment on that remark. Who 
set that stage for that mecca or hub of 
terrorism? 

Now, I am not here to point fingers, 
I am just here to say that the world 
community knows the reason why we 
have all the terror in Iraq right now, 
that could and would be and is a part of 
global terrorism at this particular 
time. And I think it is important if we 
are going to build a broader coalition 
now, and I want to make sure, because 
Secretary Rumsfeld today, I must add, 
was over in the Senate and he said, 
well, what is wrong with the elections? 
We can have elections in January, but 
what is wrong with having elections in 
some places and in other places where 
we cannot have them, it is not a per-
fect world, so let us just move on with 
the elections. 

Mr. Speaker, I am sorry, but I beg to 
differ with the Secretary, in all due re-
spect. That is not the way a democracy 
operates. Next thing you know, here in 
the United States, and thank God for 
the U.S. Constitution and some people 
of goodwill who would stand up against 
such an action, if it were said that, 
well, we can have an election in Geor-
gia, Alabama, or Mississippi, but in 
other places we cannot have it, so 
whatever the results are from those 
States, then so be it. Those are the 
elected officials that will represent 
that legislative body or those cities in 
those areas or this country. 

Mr. Speaker, we need to watch what 
we say. Just because we can say it, 
does not mean that it is right. It is 
very, very unfortunate that the Sec-
retary of Defense feels that he can 
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